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ABSTRACT 



Using retrospective data of young people's work experience in Japan, this paper found that initial 
labor market conditions, i.e., when workers first enter the labor market after permanently leaving 
school, have a significant lasting impact on the employment experiences of workers in their teens and 
twenties. An increase in the unemployment rate at the time of labor market entry reduces the 
probability of gaining full-time regular employment, and more importantly, increases the future 
probability of workers to leave employers by lowering the quality of job matches. It was also found 
that the vocational guidance or recommendations workers received at school could be effective in 
raising the quality of job matches. The adverse effect of initial unemployment rates on employment 
opportunities was most profoundly observed among female college graduates. 
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1. Introduction 



Low rates of unemployment and turnover, and a high proportion of obtaining full-time regular 
jobs straight out of school, have been some of the unique characteristics of the youth labor market in 
Japan. This seemingly “orderly” system of school-to-work transition in this country has been 
attributed to the coordinated function of schools and employers in allocating students into stable jobs 
that involve continuous, on-the-job training under long-term employment practices. However, this 
portrait may no longer be appropriate. 

The Japanese economy has been experiencing an economic slump since the early 1990s. The 
unemployment rate rose above 4% for the first time in 1997 and, in February 2000, reached an 
historical high of seasonally adjusted 4.9%. Meanwhile, the youth unemployment rate has also risen, 
making it the group most affected by the recession (see Figure 1). Moreover, since the early 1990s, 
there has been a steady decline in the proportion of new school leavers obtaining full-time regular 
jobs. 1 For instance, only 20-22% of those bom before 1970 went into the labor market without 
obtaining full-time regular jobs when they left school. This ratio has increased to above 30% for those 
bom in 1 978 and entering the labor market sometime between 1 993 and 2000 (Kosugi, 2000). Figure 2 
shows that once young people are in the labor market, they are also increasingly unwilling or unable to 
take on full-time jobs. While the turnover rate among young workers has been relatively stable 
throughout the 1980s and the 1990s, the underlying tendency for workers to change jobs has been 
rising rapidly since the early 1990s. 2 

What is happening to the Japanese youth labor market? This paper uses recall data of national 
cross-section samples of workers below 30 years of age, to generate work histories of young people 

1 Full-time regular jobs in this context mean jobs in which workers are hired for an indefinite period to work for a 
certain number of scheduled hours, usually longer than 35 hours per week, and more than 1 8 days per month. 

2 In 1992, the proportion of employees aged 15 to 24 years wishing to change jobs was 19.6%. This percentage had 
increased to 22.1% by 1997 (Employment Status Survey(MCA( 1 997))). This increase was much larger than the 
increase among older workers: for instance, for 45 to 54 year olds, the figure increased from 6.7% to 7.6% during the 
same period. 
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over the period after completion of initial education, and use such data to investigate the effects of 
overall unemployment and the role of school on employment experiences of young workers. 

While it is evident that an increase in the overall unemployment rate generates a larger proportion 
of new school leavers who cannot obtain full-time jobs, little research has examined the relationships 
between increased unemployment, education, and gender. More importantly, in Japan, no studies have 
investigated reasons for the rapid increase in turnover rates of young full-time workers, even in 
recession periods when it is hard to find new jobs. This study investigates the hypothesis that the labor 
market conditions upon leaving school, and the effectiveness of job guidance at school, will influence 
job-matching quality, which in turn determines the likelihood of young people leaving their first 
employer. The paper also attempts to identify the factors influencing the time taken by those school 
leavers who did not obtain full-time jobs, to achieve their first job opportunities. 

The paper is organized as follows. Section 2 provides hypothetical explanations for the impact of 
the initial labor market conditions and job guidance at school, on job search and turnover. Section 3 
describes the characteristics of the data set used in this paper. Section 4 contains the estimation results 
of employment and turnover probabilities, and Section 5 summarizes the findings. 

2. Effects of the initial labor market conditions and school on the employment prospects of 
young people 

The recent change towards a disruption of the traditionally smooth school-to-work transition in 
Japan seems deeply rooted in a deterioration of aggregate labor market conditions. In the United States 
and other OECD countries, it has been found that the demand for young workers is particularly 
sensitive to aggregate labor market conditions (Clark and Summers, 1982; Blanchflower and Freeman, 
1999). In a country like Japan where firms provide extensive training to full-time workers, reduced 
opportunities for many young people to obtain full-time jobs would generate the serious problem of a 
decline in the overall labor productivity in the future. 
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